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CONFIDENTIAL STATE 21 1962 

E.O. 11652: GDS 
TAGS:EFIN,PO 

SUBJECT: PORTUGUESE REPAYMENT OF ESF LOAN 

REF: (A) LISBON 6824, (B) STATE 210683, 

(C) LISBON 6860 

1 . PLEASE CONVEY TO SILVA LOPES THAT TREASURY IS UNABLE 
TO ACCEPT THE REVISED TEXT AS PROVIDED IN REFTEL C. 

REVISED TEXT IMPLIES THAT U.S. IS ACCEPTING REPAYMENT 
OF DOLLAR LOAN WITH GOLD AND THAT U.S. GOLD HOLDINGS 
WILL INCREASE AS A RESULT OF ESF CREDIT ARRANGEMENT 
WITH PORTUGAL. 

2. AS INDICATED IN REFTEL B, ESF ARRANGEMENT HAS BEEN 
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EXPLAINED IN DETAIL TO CONGRESS. IN ADDITION, THERE 
HAS BEEN CONSIDERABLE PRESS INTEREST IN MOVEMENT OF GOLD 
IN TREASURY ACCOUNTS (I.E., FROM TREASURY GENERAL ACCOUNT 
TO THE ESF) AS CONSEQUENCE ESF TRANSACTIONS WITH PORTUGAL, 

AND THIS INTEREST WILL BE REVIVED WHEN REPAYMENT IS 
EFFECTED AND THESE EARLIER MOVEMENTS ARE REVERSED. ANY 
STATEMENTS BY PORTUGAL THAT IMPLY U.S. HAS ENTERED INTO 
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GOLD COLLATERAL LOAN, THAT U.S. HAS ACCEPTED GOLD IN 
REPAYMENT OF DOLLAR LOAN, OR THAT U.S. HAS TAKEN OVER 

PORTUGUESE GOLD WILL INEVITABLY RAISE QUESTIONS THAT 
REQUIRE FULL EXPLANATION OF THE TERMS AND PURPOSES OF 
THE ARRANGEMENT ON OUR PART. THAT IS, WE WILL BE 
REQUIRED TO EXPLAIN THAT THE ARRANGEMENT INVOLVED 
RECIPROCAL DEPOSITS OF GOLD ARRANGED IN A WAY DESIGNED 
TO PERMIT PORTUGAL TO SELL GOLD IN THE MARKET WITHOUT 
IMMEDIATELY SHOWING IN ITS PUBLISHED STATISTICS A DROP 
IN GOLD HOLDINGS. 

3. FROM OUTSET OF THE ESF ARRANGEMENT, IT HAS BEEN OUR 
UNDERSTANDING THAT PORTUGAL WOULD MAKE PUBLIC ITS SALES 
UPON TERMINATION OF THE ARRANGEMENT, AND THAT THE 
ARRANGEMENT WAS DESIGNED TO MEET PORTUGUESE SENSITIV- 
ITIES ON TIMING OF ANNOUNCEMENT OF SALES TO THE MARKET. 
WE THINK IT UNLIKELY THAT DISCLOSURE OF THESE SALES CAN 
BE DELAYED MUCH LONGER, AND WE THINK IT WOULD BE PREFER- 
ABLE FOR THE EXPLANATIONS TO COME FROM THE PORTUGUESE 
SIDE. CHRISTOPHER 
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